
UNITED STATES GENERAL ACCOUNTING OFFKE 
REGIONAL OFFICE 

ROOM 7068 FEDERAL BUILDING 

300 NORTH LOS ANGELES STREET 

Los ANGELES, CALIFORNIA 90012 

Commander Daniel J Llnehan, USN 
Officer In Charge, Naval Regional 

Procurement Office 
312 N Spring Street, Room 965 
Los Angeles, California 90053 

Dear Commander Llnehan 

We have completed a review at the Naval Regional Procurement 
Offlce, Los Angeles (NRPOLA) of the prlclng of noncompetltlve 
contracts based on certlfled cost or prlclng data The review 
was part of an overall evaluation of the Department of Defense 
management of contract prlclng responslbllltles under Public Law 
N-653 

The ObJectives of our review were to determine (1) the ade- 
quacy of cost or pricing data submltted by contractors in support 
of price proposals, (2) the ad equacy of reviews and evaluations of 
such data by cognizant Government personnel, and (3) the effectlve- 
ness of the use of such data and the results of proposal evaluations 
In price negotlatlons 

The two procurements reviewed at NRPOLA were contracts N00123- 
72-C-0221 and N00123-72-C-0825 We dlscussed the results of our 
review with members of your staff at the completion of the asslgn- 
ment The following matters are being brought to your attention for 
further consideration In improving the procurement process at NRPOLA 

COST OR PRICING DATA SUBMITTED 
IN SUPPORT OF PRICE PROPOSALS 

The cost or prlclng data submltted with the contractors' price 
proposals generally did not identify the bases for proposed costs as 
required by Armed Services Procurement Regulation (ASPR) 3-807 3 and 
as outlined in Appendix A to the ASPR Manual for Contract Prlclng 
(AsPM NO 1) The proposal for contract -0221 did not identify the 
bases for any of the estimated costs and the proposal for contract 
-0825 did not identify the bases for estimated material, labor, and 
miscellaneous costs We were able to determine the bases for the 
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cost estimates in other contract file documents such as advisory 
aud1-t reports or negotlatlon records, however, this does not relzeve 
the contractor from the responslblllty for Identifying the data as 
part of the contract price proposal, DD Form 633 

We suggested to your staff that NRPOLA might Improve the quality 
of contractors' cost or prlclng data submlsslons by lncludlng In the 
requests for quotation a statement that the proposals Include complete 
ldentlflcatlon of the basis for the cost estimates In accordance with 
ASPM No 1 Your Technical AssIstant advlsed us that requests for 
quotatzons would be revised to provide addltlonal guidance concerning 
the mlnlmum data requirements necessary to support the cost estimates 

REVIEW AND IZVALTJATION OF 
COST OR PRICING DATA 

The technical evaluation reports submltted by the Naval requlsl- 
tlonlng actlvltles for these contracts did not identify the bases for 
the evaluators' conclusions concerning the reasonableness of proposed 
labor hours and material quantltles NRPOLA requests for technlcal 
evaluations of price proposals clearly indicated that the bases for 
the conclusions should be provided by the technical evaluators 

Both proposals were also evaluated by Defense Contract AdmInis- 
tratlon Services (DCAS) and Defense Contract Audit Agency (DCAA) 
personnel Field pricing reports from these agencies identified the 
bases for conclusions expressed on the reasonableness of each cost 
element with the exception of one DCAS technzcal evaluation on 
contract -0221 

In dlscusslons with your staff, the Technical Assistant advlsed 
us that this matter would be brought to the attention of the Naval 
requlsltlonlng actlvltles In order to improve the quality and utility 
of technical evaluation reports used in price negotlatlons 

USE OF COST OR PRICING DATA AND 
ADVISORY FIELD PRICING REPORTS 
IN NEGOTIATIONS 

The contractlng officers gave adequate consideration to the cost 
or prlclng data and the results of advisory field prxmg reports m 
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establlshlng negotlatlon objectives The price negotlatlon memoran- 
dums were In sufflclent detail to show the signlflcant considerations 
leading to the flnal negotiated prrces 

We would appreciate your views and comments, together with 
advice as to any action taken or planned concerning the matters 
discussed herein A copy of this letter 1s being sent to the 
Dzrector, Naval Area Audit Service, San Diego, Callfornla 

We wish to acknowledge the courtesy and cooperation extended 
to our representatives by your staff during the review We ~~11 be 
glad to provide further lnformatlon on these matters If you so desire 

Sincerely yours, 

E. J. KOL.XOViSKI 
S. KLEINBART 
Acting Regional Manager 

CC. Director, Naval Area Audit 
Service, San Diego 
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